The aim of the current study is to investigate the mediating effect of innovation on the relationship of corporate governance (CG) and firm performance (FP) of the pharmaceutical industry of Indonesia. To achieve this objective, a selfadministered questionnaire was distributed among the 400 senior managers of the pharmaceutical industries of Indonesia which yield 77.5% response rate. The structural equation modeling (SEM) technique has shown that board size (BS), board independence (BI), board diversity (BOD) has significant association with the FP, while number of board committee (NOBC) has insignificant association with the FP. On the other hand, the indirect effect of study also shown that INNO has partial mediating effect on the relationship of BS, BI, NONC and FP, whereas, it did not significantly mediate on the relationship of BOD and FP. This shows that this is not a significant variable on the relationship of BOD and FP of the pharmaceutical industry of Indonesia. The current study added a body of knowledge in the form of empirical findings which could become an area of research in the future. The findings of the current study could provide help to the policy makers and corporate governors to manage the innovation of the organizations to increase their FP. The research limitations and future directions are also discussed in the end of the discussion.
Introduction
In the current environment, the firm performance (FP) are considered to be very important element for the firms in determining their objects and also for achieving success in the modest market place (Rehman, Mohamed, & Ayoup, 2018; Jermsittiparsert & Boonratanakittiphumi, 2019; Sriviboon & Jermsittiparsert, 2019; Arniati, Puspita, Amin, Pirzada, 2019) . In addition, it is a significant indicator for stakeholders, economic growth, shareholders, and for investors of the organizations (Khan et al., 2019) . The FP magnitudes are based on two determines, i.e. non-financial performance as well as financial performance of the organizations (Rehman et al., 2018) . These depends on structural nature objects that are used to enhance the FP. Accordingly, there are many studies that utilized in equally financial as well as non-financial indicators for the measurement of performance (Kaplan & David, 1996; Kaplan & Norton, 2007; Hasanudin, Yuliansyah, Said, Susilowati, Muafi, 2019) .
In other words, some researchers also used individually financial performance indicators for determine the performance of an organization (Kariyawasam, 2014) which are based on objective in nature but the performance indicators which are subjective in nature are ignored. On the other hand, modern study authors are suggested that perceptual performance measures are considered to be an essential for a firm only when they want to increase their performance on the long-term bases (Rehman et al., 2018; Hussain et al., 2019) .
It is indicated that corporate governance (CG) methods play significant and positive role in improvement of the wealth of firm. CG refers towards a method by which firms controlled and directed. It is stated that CG always takes more attention in observation of the researchers and firms after a hug indignity in WorldCom as well as in Enron field (Ali, 2018) . According to the developing economies, perfect governance system serves as an important objective in firms' success that are reduce the possibility of financial crises and conflicts of the management Plazzi, Torous, & Yilmaz, 2019) . There are some studies clarified that protect firms and also clarified their shareholders, many controlling agencies are endeavored to eliminate practices which are immoral through applying proper rules and the regulations that remain forbid these natures of the following immoral practices; in the CG practices or regulations that are very important (Rankin, Stanton, McGowan, Ferlauto, & Tilling, 2012) . Furthermore, CG structure recognized the information sharing about duties as well as rights inside numerous contributors in the firms' like external auditor and board of directors and management (Fogarassy et al., 2018; . Association of the outside auditors, the firms have efficient CG structure is facilitating an auditor work, if the auditor do their works with diligence as well as honesty.
The firms are face failure because of their poor CG structure and there is very essential to develop the proper CG system in the firms for their improvement (Ahmad, Bin Mohammad, & Nordin, 2019) . In addition, Berkman, Zou, and Geng (2009) further also stated that good CG system plays a positive and significant character to decrease accounting on the behalf of weak CG system. Based on this, the new studies are revealed that weak CG system firms faces a lot of problems in agency and in these types of firms managers gain more personal benefits (Larcker, Richardson, Seary, & Tuna, 2006) . According to the agency theory board of directors are very careful about their individual property as likened along with the other people reserves (Letza, Sun, & Kirkbride, 2004) . Besides, this theory also explain that the significant concern of the CG is provide guarantee to the firms' stockholders that administrative play their character in attaining results that provides them more benefits . In addition, there is one more theory that related towards this concept similarly stewardship theory that is assumes an important connection between the successes of corporation as well as shareholder's satisfaction. Steward looks after and increase shareholders wealth by FP for the reason is that by undertaking this activity efficiency roles of the steward's improved (Arora & Sharma, 2016) . Meaningfully, recommended by stakeholders' theory firms search in the place of given balance between its shareholders (Abrams, 1951) . Consequently, all the theories about CG suggested for sufficient constructer of the governance that consists the board selection both of the "executive and non-executive directors". Based on previous twenty years' literature, the researchers have paid more consideration in determining the relation within the CG practices and FP. In developed economies pay more attention and much work has been done in area as compare to those economies which are less developed (Barnhart, Marr, & Rosenstein, 1994; Ebun, 2019; Kotlar, Cuomo, Gaia, & Zattoni, 2019; Malkawi, 2019 ).
In the above revealed studies determine the effect of CG on the performance of a firm, results clarified that association exists among these theories. In the developed economies, results are not same as compared towards the developed economies even although with the similar structure and theory (Arora & Sharma, 2016) . Therefore, the association within the CG as well as performance of a firm is a vital area and this theories not conclusive on the other hand further study is also essential (Khan et al., 2019) . Conversely, CG is much significant elements for the underdeveloped economies as compared to the developed economies. In addition, this theory also emphasis on the inspection of the effects of CG system as board independence (BI), board size (BS), board diversity (BOD), number of the board committees (NOBC) and FP within mediation effect of innovation influences tin he context of Indonesia. Figure 1 determine the conceptual framework of the present study. The findings of the current study support to the policymakers in this way they could create betterment in the various governance policies like BID, BS, BOD, and NBCM. Furthermore, policy makers also pay attention on the innovation in determining the FP. This study basically provides for introduction of innovation as a mediating variable and its effect on the FP that mostly overlooked in preceding studies of the CG. Present research is containing of the following segments that are; introduction, literature review as well as hypotheses development, research methodology, empirical result, and conclusion and future directions.
Literature review and hypotheses development 2.1 Board size, Innovation and firm performance
According to Khan et al. (2019) board size (BS) characterize the role of both executive and non-executive directors. In line with this, agency theory indicated that small boards inside the firms have extra managerial controls as compare the board which large in size (Ahmad, 2019; . In addition, Jensen (2019) also stated that board which is smaller in size is very helpful for the firms to increase their performance efficiency, and also disclose that BS which have more than 7 associates make many issues just like moral hazard issues, deficiency of commitment, ineffective operations, and more control by CEO. Researchers clarified that smaller board has greatly operative to govern the undertaking of a firms as equated to the larger BS that drops the performance efficiency of firms (Al-Okaily & Naueihed, 2019).
Many writer determine that large size board reduced the efficiency of FP due to its communication gap between them that's why the result of decisions late (Abeysekera, 2010) . For instant, large size of board has increases the cost within the relationships of returns and along with the not available significant monitoring that constructed on the firms value inside the market place (Bhagat & Bolton, 2019) . In spite of this, large BS probably to execute the monitoring role inside the organizations inefficient method because many directors are extra involved in process and management (Mbalwa, Kombo, Chepkoech, & Shavulimo, 2014) . The board of directors are operates form various committees created on expertise of boards (Kiel & Blennerhasett, 1984) . For enhancing innovation BS can plays an important role. Therefore, many boards have been considered to be have a large number of expertise that could be helped to the board to improve their performance efficiency and increase innovation as well as FP. According to above studies different hypotheses are recommended.
H1: BS has a significant association with the FP of the Pharmaceutical industry of Indonesia. H2: BS has a significant association with the INNO of Pharmaceutical industry of Indonesia. H3: INNO significantly mediates the association between BS and FP of Pharmaceutical industry of Indonesia.
Board independence, Innovation and Firm Performance
This paper follows the controversy within the agency and stewardship theory within the framework of board of directors and also clarified its effect on firm's performance (FP). Agency theory also communicates around objective conflicts among the agent (CEO) and principal (board) as for the firm's agents and working for the improvement of their individual benefits instead of working for principal improvement. According to Kooijman (2017) , for the monitoring propose the performance of CEO there must be independent member in the board. In the addition, for increasing of FP agency theory mention the small number of independent directors in board rather than dependent members. The literature determines that independent directors remain beneficial for firms as well as also cost related by certifying that higher figure of the non-executive directors.
A meta-syntheses on the subject of board independence (BI) and FP disclose that there remain conflicting with consequences within these concepts (Dalton, Daily, Ellstrand, & Johnson, 1998) . Many researches demonstrate that the BI enhance the FP (Mbalwa et al., 2014) . In spite of this, there are more studies disclose that BI reduce the performance of the firms (Bhagat & Bolton, 2008; Klein, Shapiro, & Young, 2005) . However, there are many studies that clarified that BID certainly have not influence on performance of a firms (Villalonga & Amit, 2006) .
In innovation the BI shows a positive and significant influences (Balsmeier, Fleming, & Manso, 2017) . Based on previous discussions, it is hypothesized that: H4: BI has a significant and positive effect on FP of the Pharmaceutical industry of Indonesia. H5: BI has a significant association with the INNO of pharmaceutical industry of Indonesia. H6: INNO is significantly mediates between the BI and FP of Pharmaceutical industry of Indonesia.
Board diversity, Innovation and Firm Performance
The "resource dependency theory (RDT) and human capital theory (HCT)" clarified the relation within the board diversity (BOD) and firm's performance (FP) of the organizations. The basic objet of the BOD's is consist of to manage the available resources and also to control firm manager's abilities. All the firms depends on their surroundings it is also mention in RDT (Pfeffer, 1972) . Firms keep in protection their resources towards their environments and this could decrease the uncertainty and expand the performance of a firms (Taljaard, Ward, & Muller, 2015) . Furthermore, BOD made by classified that board provides that board has the ability for protection of the resources from surroundings and this reduce the uncertainty and increase the performance of a firms (Hillman, Withers, & Collins, 2009 ). In addition, BOD's is more superior in protection of their resources on the behalf of minimum diverse BOD's the reason is that board has more access to the double network relationship and have information regarding FP (Taljaard et al., 2015) . In addition, the HCT further stated that capabilities and information of the BOD's influence on the efficiency of the application of resources as well as checking characters (Hillman et al., 2009) and also the Capabilities and information of BOD's is also recognized as a human capital (HC) of the board connections. Moreover, Fagan, Menèndez, and Ansón (2012) also stated that, management should be develop for the innovative and unique information in the organizations. The "HCT and RDT" theory is based on the expectations that the different number of the of board increases FP. The HCT and RDT also discuss that unique HC suggestions the BDV of the firms to increase their FP. In addition, literature demonstrate that board diversity enhance the performance of a firms (Lin, Pantzalis, & Park, 2010) . In spite of this, there remain many studies that disclose that the BOD reduce performance of a firms (Thrikawala, Locke, & Reddy, 2016) . According to Miller and del Carmen Triana (2009) , the BOD has a significant impact on the innovation of the organizations. Based on the previous discussions, it is hypotheses that: H7: BOD has a significant association with the FP of the Pharmaceutical industry of Indonesia. H8: BOD has significant association with the INNO of the Pharmaceutical industry of Indonesia. H9: INNO is significantly mediates on the relationship of BOD and FP of the Pharmaceutical industry of Indonesia.
Number of boards committees, Innovation and Firm Performance
Number of board committee (NOBC) in generally observed as necessary control instruments that monitors the management performance (Lam & Lee, 2012) . Furthermore, board observing objects should be increased to create a NOBC that is permits the BOD's duties to be discharge carefully (Gkliatis, Tsene, & Koufopoulos, 2019; Spira & Bender, 2004) . Moreover, board committees perform more efficiently when these board committees consists on independent non-executive directors (Lam & Lee, 2012; Moses, 2019) .consequently the board committees increase the firms performance on the other hand in this relationship the empirical studies are less available (Gkliatis et al., 2019) . According to this studies three categories of board committees are audit, remuneration and recommendation (Anand & Singh, 2019) .Therefore, literature indicates that board committees has significant effect on FP but furthermost studies which is conducted in developed countries as well as less in the developing countries (Mohammed, Flayyih, Mohammed, & Abbood, 2019; Puni, 2015) . Board committees are associated with firms performance there various studies that are mention this concept (Carter, D'Souza, Simkins, & Simpson, 2010) . In innovation, NOBC has been performed a significant role (Khan et al., 2019; Zulfiqar & Hussain, 2019) . Following hypotheses are available from above studies.
H10: NOBC has a significant association with the FP of the Pharmaceutical industry of Indonesia.
H11: NOBC has a significant association with the INNO of pharmaceutical industry of Indonesia. H12: INNO is significantly mediates on the relationship of NOBC and FP of the Pharmaceutical industry of Indonesia. Menguc and Auh (2006) is stated that innovation (INNO) resources the firm's tendency to executing the new ideas that are wander from the mutual firms course. Therefore, INV plays ab a significant role in determining performance of a firm (Zaefarian, Forkmann, Mitręga, & Henneberg, 2017) . According to previous studies INNV have a higher influence on the FP (Turulja & Bajgoric, 2018) . In spite of this, literature is reveals that INV have inconsequential impact on the performance of a firm (Darroch, 2005) . In addition, there are unsatisfactory results between the innovation as well as performance of a firm and on this stage another variable is require that mediates association among these constructs. There are innovative literature refers towards a creative, risk taking, result oriented as well as is depicted such as being manufacturing ambitious, stimulating, and challenging work situation (Wallach, 1983) . Innovative culture are paly a significant character in examining the performance of a firm (Verhees & Meulenberg, 2004) .There are following hypotheses are suggested from the above studies.
Innovation, and Firm performance
H13: INNO has a significant association with the FP of the Pharmaceutical industry of Indonesia.
Research Framework
Based on previous literature review and hypothesis development section, the research framework of the study is formulated. In the current framework "board size (BS), board independence (BI), board diversity (BOD) and number of board committee (NOBC)" as an independent variable, while innovation is used as a mediating variable and lastly, firm performance (FP) is formulated as a dependent variable. All of these variables is depicted in the following Figure 1 . 
Methodology
The results of quantitative approach method are based on the questionnaires, it is limited to numbers, statistics, the measurement of data and many forms of statistical analysis. Quantitative research design has been framed for this study, providing assistance to the researcher to thoroughly examine a large sample of respondents; opinions regarding the proposed phenomenon. Moreover, the researcher can take a summarized perspective. In this regard, the researcher used questionnaire the main tool in this research in order to understand the determinant factors that affect the performance of pharmaceutical industry of Indonesia. The questionnaire was designed according to the objectives, problem and hypotheses of the study to determine the relative importance of factors that may control the employees' performance in the pharmaceutical industry of Indonesia. The data collected through the surveys by distributing among the 400 senior managers of the pharmaceutical industry of Indonesia by using simple random sampling technique. The total 310 questionnaires were returned back from senior managers which yield 77.5% response rate. All of the questionnaires were loaded into the Microsoft Excel, the IBM SPSS, and Smart-PLS. The five-point Likert scale is used to operationalize the variables and their sub constructs. The questionnaire for the independent variables in the current study was adopted from the study of (Honghui et al., 2017) . In addition, for the mediating variable that is innovation has been adopted from the (Darroch & Jardine, 2002) . Lastly, in the dependent variable for the firm performance questionnaire has been adopted from the study of (Henri, 2006) .
Research Analysis and Discussion
The SEM-PLS, which in modern times is one of the robust techniques to analyses the data on social issues is used as the statistical tool in currents study. Recently many researchers such as Patidar and Din (2018) and Ahmed, Zin, and Majid (2016) has employed and argued that whenever we are dealing with some novelty in conceptual models or need an advance assessment of any existing phenomena, we prefer SEM-PLS over other technique such as multiple regression analysis. Patidar and Din (2018) and and Henseler, Ringle, and Sinkovics (2009) further argued that the PLS-SEM is a two-step equation, which is an advance form of multiple regression and accounts for two assessments namely the inner model assessment and the outer model assessment. The first step is estimation of the reliability and validity of the model. In Smart-PLS, after obtaining the results of reliability and validity for each construct, examining the structural model results is necessary in order to test the hypothesis. There are five steps of procedures in examining the structural model results; (1) examine the structural model for collinearity issues; (2) the significance of path coefficients; (3) followed by examining the level of R 2 values; (4) assessment of f 2 effect size; and last but not least, (5) examining the predictive relevance (Q 2 ) (Hair, Hollingsworth, Randolph, & Chong, 2017; Henseler et al., 2009) . The reason why the SEM-PLS is preferred our the multiple regression is that the earlier handles the multiple equations simultaneously and can produces results with a simultaneous operation by producing a relationship with all direct and intervening phenomena. Reliability analysis is performed in order to find internal consistency of the items. Cronbach's alpha is the most widely used in order to test the reliability level. Although there are many findings that founds that the value of composite reliability is always higher than Cronbach's alpha. An indicator declared as valid and significant if it has a loading factor over than 0.5 on the targeted construct (Hair et al., 2017) . Thus, this study analyzed the output of the loading factors which gained thru Smart-PLS. Before testing the hypothesis, data reliability and validity was scrutinized. These steps were taken through PLS 3. It is revealed in Table 1 depicted that all the factor loadings are greater than 0.5, and also the average variance extracted (AVE) is also greater than 0.5 and in addition composite reliability (CR) is also higher than 0.7 (Hair et al., 2017) . Therefore, it is concluded that present study fulfills the criteria of the convergent validity. A measure's content validity refers to the level to which the items produced for it measurement appropriately measures the concept intended to be measured. More importantly, the entire items developed for a measurement of a construct have to load greater on their construct compared to other constructs and this is guaranteed through an extensive literature review. Through such a review, the items that have already been established in literature in terms of their validity are selected. On the basis of the results of the factor analysis, it was confirmed that in this study, the developed items correctly loaded to their respective constructs. According to Hair et al. (2017) convergent validity can be examined through factor loadings, reliability analysis, and composite reliability. Furthermore, Average Variance Extracted (AVE) also examined as one of measure that is useful in establishing validity (Hair et al., 2017) . Since by analyzing the convergent validity, it can ensure that the variables correlate well with each other within their parent factor, either mediating or dependent variable. For the discriminant validity, HTMT, cross loadings and Forner Lacker have been discussed in the previous literature (Henseler, Ringle, & Sarstedt, 2015; Henseler et al., 2009) . All the results for the measurement model have been depicted in the following Tables 1, 2 and 3. In addition for Innovation R 2 is 0.37 and for FP is 0.45 which shows a substantial effect. 
Structural Model
After checking the validation of the model, the structural model of the study was formulated by using the bootstrap 500 resamples which consists of (p<0.05 and t-statistics>1.96). The SEM analysis of the study has been shown that board size (BS) has a positive and significant association with the firm performance (FP). BS also has a positive and significant association with the innovation (INNO). Similarly, it is also found that INNO is partially mediates in the relationship of BS and FP of pharmaceutical industry of the Indonesia. In addition, the board independence (BI) also has a positive and significant association with the FP and BI also has a positive and significant association with the INNO. In the same vein, it is also found that INNO is partially mediates in the relationship of BI and FP of the pharmaceutical industry of the Indonesia. Moreover, it is also found that board diversity (BOD) also has a positive and significant association with the FP and BOD also has a positive and significant association with the INNO. On the other hand, it is found that INNO is not mediates on the relationship of BOD and FP. These findings have shown that INNO is not considered to be significant mediator in the relationship of BOD and FP of the pharmaceutical industry of Indonesia. In addition, it is also found that number of board committee (NOBC) also has insignificant association with the FP but has significant association along with the INNO. Likewise, the INNO has also a partially mediation in the relationship of the NOBC and FP. All of these findings are depicted in the following Table 4 . Structural model of the study is provided in figure 2. 
Conclusions
The aim of the current study is to investigate the mediating effect of the innovation on the relationship of corporate governance and firm performance of the pharmaceutical industry of Indonesia. To achieve this objective, the following hypothesis of the current study was formulated. The findings of the current study have shown that most of indicators of the corporate governance has a significant relationship with the firm performance. The indirect effect of the findings also shown that innovation is partially mediates on the relationship of corporate governance and firm performance of the pharmaceutical industry of Indonesia. The innovation is not significantly mediate on the relationship of board diversity and firm performance. The findings of the current study are in line with the previous study of ( Khan et al., 2019) . Based on the findings, study has some implications. The current study could provide help to the corporate governors and policy makers to know about the importance of innovation to increase the performance of the organizations. The current study added a body of literature which could become a new area of research in future. Based on the findings, this study has some limitations, firstly, this study was limited on the single industry, therefore a future research could be established on more industries. Secondly, this study was limited on cross sectional, therefore a future research could be done which is longitudinal. Lastly, the research was limited on individual unit of analysis, therefore a future research could be established that is based on the aggregated manner.
